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system of 'mixed banking1 and cater to the long-term finan-
cial requirements of the industries. As a matter of fact the
Central Banking Enquiry Committee had, while recom-
mending the establishment of an Industrial Credit Coropra-
tion for each Province, suggested this method as an addi-
tional line of approach to the problem of Industrial Finance.
It appears that some of the commercial banks in this pro-
vince have already adopted to a small extent such a method
of mixed banking. But the experience of practically all of
them point to the danger of mixing the two kinds of busi-
ness. The machinery at their disposal is hardly up to the
standard for enabling them to test the soundness of the pro-
posals received from industrial concerns for long term
loans. Besides, the funds at the disposal of most of thems
particularly of those that are under Bengali management,
are not at all sufficient to allow such short and long term
business to be conducted with safety. It has often happen-
ed that a bank, having invested an unduly large proportion
of fts funds in the form of long term loans against 'bloc*, in
itself a sound security, had to experience considerable diffi-
culty in meeting its demand liabilities to short term deposi-
tors. In more than one case, this unwise mixing of busi-
ness has led to the liquidation of the banks. The result has
been that commercial banks have become extremely shy of
industrial investments. It is, therefore, as much in the in-
terest of the industries as in that of the commercial banks
themselves that the task of industrial finance should be
entrusted to an entirely different form of institution having
necessary equipments for undertaking the responsibility.
Subsidising Commercial Banks.

It may, however, be suggested that a few commercial
banks of standing and satisfying certain standards may be
encouraged to undertake industrial finance if they are sub-
sidised by the Government to the extent of any loss that
may be sustained by them as a result of such business.
There is much force in such a suggestion, but in order that
such a scheme might work successfully, certain safeguards
would be necessary. It would not be fair to Government
to ask them to provide that all the losses sustained by the
commercial banks as a result of their long term advances
to industries should be borne by Government, It would be
quite sufficient if the Government guaranteed to the com-
mercial banks 50% of the losses, if any, that they may sus-
tain, while at the same time the maximum amount which
the Government might be expected to provide for such a